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According to World Bank president Barber Conable, the US Congress is not likely to resort to
protectionist legislation as a means of reducing the trade deficit. During an interview with several
reporters in his office at Bank headquarters in Washington, Conable said Congress will conclude
that building walls around America is not in the national interest. The World Bank head asserted
that congresspersons are aware that a "staggering number" of jobs are connected to export trade,
while US agriculture is dependent on world markets, adding that one-third of US agricultural
output is destined for export markets. According to Conable, the markets of developing nations are
potentially more "dynamic" than those of the major industrial nations. A trade war, he said, would
not only disrupt developing nations' debt service, but also shut US exporters out of "potentially the
fastest growing market in the world." Rather than protectionist measures, he said, realignment of
currencies offers the best alternative for reducing the US trade deficit, estimated at $170 billion last
year. In this regard he pointed out that the US dollar has dropped some 40% vis-a-vis the Japanese
yen and the German mark, but needs to fall further against the South Korean won, the Canadian
dollar and the Taiwanese dollar. Conable said he was a firm supporter of the US debt initiative,
introduced by Treasury Secretary James Baker. The Baker Plan, he claimed, is well designed and
there is no reason to change it. Despite the foot dragging of commercial banks to offer new loans
to debtor nations at lower interest rates and under special terms, Conable predicts they will do
so as the need arises. As cases in point, he mentioned Argentina and Brazil. Since the banks are
heavily exposed in these nations, the banks have few alternatives, he said. Conable is not very
supportive of alternative debt relief plans which include debt forgiveness and significant interest
rate reduction. One of the more well-known alternatives has been proposed by Sen. Bill Bradley
(D-NJ). According to Conable, a "Bradley plan" would be very difficult for so-called voluntary
lenders to accept. Moreover, this type of plan would work against debtor nations in the long run
since it would affect the "further flow of capital for development." (Basic data from JOURNAL OF
COMMERCE, 01/14/87)
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